This paper is the first to investigate the effect of firm governance characteristics on takeover premiums and returns using an industry-adjusted corporate governance measure. We demonstrate that the worse the governance characteristics of the target firm are, relative to the industry average, the more its efficiency is improved by the acquisition, and the greater the synergistic gains and target's return are at the announcement of an acquisition. The study also finds a positive relation between the acquirer's governance characteristics and the combined returns, supporting the management entrenchment hypothesis. Unlike prior research that does not control for industry average governance index, we do not find a relation between acquirer returns and the industry-adjusted governance characteristics of the acquirer or the target. Our results advocate the notion that firm-specific governance partially explains the returns of a merger as industry-specific characteristics play a major role in the determination of corporate governance quality.
Introduction
Many empirical studies have addressed the influence of the quality of a firm's corporate governance on merger premium and abnormal returns in mergers and acquisitions using various governance proxies. Masulis et al. (2007) , using the anti-takeover measures reported by Gompers et.al (Hereafter GIM) (2003) and Bebchuk et al. (2009) , find that acquirers with fewer anti-takeover provisions enjoy higher returns at the announcement of the acquisition than acquirers with more anti-takeover provisions. Moreover, Starks and Wei (2005) examine a sample of cross-border acquisitions and find that in the framework of stock-financed acquisitions, the quality of the acquirer's home country governance regime negatively correlates with the premium paid and positively correlates with the acquirer's return at the announcement of the acquisition. Furthermore, Wang and Xie (2007) demonstrate that improvements to corporate governance triggered by change in control create synergies in mergers and acquisitions. They find that better corporate governance on the acquirer's part, relative to that of the target, leads to higher synergy created by the acquisition, which in turn produces greater returns for both targets and acquirers. Gillan et al., (2006) point out that industry characteristics and firm-specific characteristics play important roles in determining corporate governance of a firm measured by the G-index 20 . Hence, industry characteristics may drive the effect of corporate governance on shareholders' returns at the announcement of an acquisition just as industry growth drives the momentum of individual stocks (Safieddine and Sonti, 2007) . This paper makes a significant contribution to the literature by accounting for the importance of firm-specific governance characteristics in determining the merger premium and the announcement returns of both targets and bidders. Gillan et al. (2006) argue that industry characteristics explain, at least partially, the differences in the corporate governance quality between firms. Our paper builds on their findings in order to introduce new evidence with the aim of examining the deviance of a firm's G-index from its industry's average Gindex in mergers and acquisitions instead of looking at a firm's G-index itself. By measuring the industryadjusted G-index as the difference between the Gindex of the firm and the respective industry average G-index, we aim to proxy for firm-specific governance and to capture how these characteristics affect the merger premium, the combined return and the returns of both firms involved in the deal.
The paper samples 367 mergers and acquisitions completed between January 1, 1990 and December 31, 2003 , in which both the acquiring and the target firms are publicly traded on the US stock market. We find that for higher industry-adjusted G-index (more anti-takeover provisions) of the target firm, the target's announcement return is higher which is in line with previous findings postulating that more antitakeover provisions are beneficial for target shareholders and allow them to gain more bargaining power resulting in a higher share of the merger synergy (Harris 1990; Clarkson et al, 2004; Kadyrzhanova 2006 ). Hence, the synergistic gains and shareholder return of the target also increase at the announcement of an acquisition. On the other hand, declining quality of industry-adjusted corporate governance of the acquirer (more Anti-Takeover Provisions) produces lower synergetic gains for the deal which can be explained by the management entrenchment theory (Klock et al., 2005) and the role of entrenched poor management in empire-building actions and value-destroying activities. Our findings, however, do not explain the high premiums that bidders are willing to pay for the benefits they receive in such acquisitions (Starks and Wei, 2005) . Additionally, the insignificance of the relationship between the industry-adjusted G-index and the premium prevents us from drawing any definitive conclusions about this. Our regressions also do not show any relationship between the industry-adjusted corporate governance of the target and the acquirer return despite the documented positive relationships between the target G-index and acquirer return . Similarly, no relationship is found between the industry-adjusted corporate governance of the acquirer and the announcement returns for each of the merging parties, acquirer and target; however, the literature does support the positive relationship between the acquirer G-index and the target return ) and a negative relationship between the acquirer G-index and acquirer return (Starks and Wei 2005) . Nevertheless, when we use an interaction variable between the acquirer industryadjusted governance and pure equity offers, we find a significant negative relation between this variable and acquirer's return. This result implies that as acquirers adopting more ATPs, compared to their industry average, make stock-finance acquisitions, the stock market reacts negatively as these deals subject investors to more constraining governance characteristics and to more restrictive shareholders' rights than peer companies.
All in all, these findings advocate the notion that firm-specific governance partially explains the returns of a merger as industry-specific characteristics play a major role in the determination of corporate governance quality (Gillan et al., 2006) . The remainder of this paper is organized as follows: Section 2 presents a review of the most pertinent literature; Section 3 describes the sample and variables used in this paper; Section 4 discusses the empirical results; and Section 5 concludes the paper.
Literature Review
The association between good corporate governance and positive stock returns has motivated researchers to inquire into the effect -if any -of corporate governance on shareholder returns at the announcement of a takeover.
Using the GIM's (2003) G-index and the Bebchuk et al. (2009) index as a proxy for the quality of governance, Masulis et al. (2007) find that acquirers with fewer anti-takeover provisions considerably exhibit higher announcement-period abnormal stock returns than acquirers with more antitakeover provisions. These results support the theory that managers in firms protected by more antitakeover provisions are more likely to conduct empire-building acquisitions that diminish shareholder value.
Furthermore, Starks and Wei (2005) demonstrate that in stock-financed acquisitions, higher premium is needed to compensate the target for exposing itself to a lower quality corporate governance regime, leading to lower abnormal return for the acquirer, as the target firm ends up with the governance structure of the acquirer. Cash-financed acquisitions, however, do not exhibit these correlations since they do not expose the target firms to such different governance regimes.
Sokolyk (2011) studies the effect of antitakeover provisions on acquisition targets and the magnitude of takeover premium. The paper concludes that some provisions have important but contrasting effects on takeover likelihood and premium. In fact, the study empirically shows that out of the 24 governance provisions available in the G-index, the board-poison pill combination is the most effective combination in measuring a firm's takeover protection.
Wang and Xie (2007) point out that as the difference between the G-index of the target and that of the bidder increases, the acquirer's shareholder rights relative to the target's shareholder rights will grow stronger. Accordingly, the acquisition will create more synergy, and the acquirer's and target's returns and takeover premium will increase as well.
On the other hand, the findings of Gillan et al. (2006) suggest that industry characteristics and firmspecific characteristics determine corporate governance of a firm. This paper attempts to identify whether governance-related industry characteristics impact shareholders' returns at the announcement of an acquisition. Consequently, we use an industryadjusted corporate governance index to study the effects of the firm's governance quality relative to the average governance index of its industry on shareholder returns at the announcement of an acquisition.
In addition, based on the evidence that greater differences in corporate governance quality between bidders and targets produce higher synergistic gains , we can infer that diminishing governance quality of the target at the time of the acquisition brings about more potential benefits for the bidder. On the other hand, in an earlier study, Harris (1990) argues that adopting anti-takeover measures could enable the shareholders of a target firm to increase their share of any synergistic gains since "adopting such measures enhances the bargaining power of the target's management, who will be a tougher bargainer than the non-managerial shareholders will, owing to his expected loss of his job following the target's acquisition". A similar argument was presented earlier in DeAngelo and Rice (1983) who suggest that anti-takeover measures may benefit the shareholders of target firms by enabling them to act in a unified manner during takeover attempts. In a similar vein, Stein (1988) argues that ATPs may be beneficial for target firms as they may help reducing takeover pressure which may lead to short-sighted behavior on the part of target firms. Recently, Kadyrzhanova (2006) observed that ATPs allow shareholders to commit ex ante to prolonging the takeover process by transferring decision-making authority to the board of directors. Fearing bidding wars that could destroy value, this commitment induces acquirers to sweeten their initial bid offers. Kadyrzhanova (2006) finds that firms that have ATPs generate higher target premiums than those that do not have ATPs, but only in concentrated industries. Similarly, Clarkson et al., (2004) finds that the presence of an independent board, comprised of nonexecutive directors who have reputation capital at stake, boosts the initial bid premium by, on average, 20.8%. In recent paper, Straska and Walter (2010) find that firms with characteristics indicating low bargaining power in a takeover, but also indicating high potential agency costs, have more antitakeover provisions in place. The authors also find that for these firms there is a positive relation between firm value and the number of adopted provisions.
In sum, we argue that because target firms that have more ATPs present more barriers to acquirers, they are more likely to be paid a higher premium. And therefore, based on all the above we can formulate our first hypothesis:
H1: The higher the industry-adjusted G-index of the target firm (that is, the more the adopted ATPs by target firms compared to its industry average) the higher the total synergistic gain, bidder's return, target's return, and the acquisition premium.
Moreover, Starks and Wei (2005) 
Sample and Methodology

Sample Description
The sample used for analysis is taken from The Thomson Financial Securities Data Corporation's (SDC) U.S. Mergers and Acquisitions database. The final sample consists of 367 acquisitions completed between January 1, 1990 and December 31, 2003 during which both the acquiring and target firms are publicly traded on the U.S stock market. In addition, all the transactions meet the following criteria:
• Acquisitions involving financial institutions are excluded from the sample.
• The value of the deal was at least $1 million.
• Before the acquisition, the bidder owned less than 50% of target's shares.
• After the acquisition, the bidder held more than 50% of target's shares.
• Annual financial statement information for both the bidder and the target is available from COMPUSTAT, and daily stock return data are available from the Center for Research in Security Prices (CRSP) database.
• Both bidder and target are included in the IRRC database of anti-takeover provisions. Since there are only seven IRRC publications available (1990, 1993, 1995, 1998, 2000, 2002 , and 2004), we follow GIM's method and assume that firms maintain the anti-takeover provisions of the previous publication year during the years between two consecutive publications. Table 1 presents the distribution of the acquisitions in the sample based on the announcement year. As is shown, the number of acquisitions begins increasing steadily in 1993, reaches its peak in 1999, and then gradually drops off. This trend is similar to the one documented by Wang and Xie (2007) . Table 1 also presents the mean and median market capitalization of targets and bidders, as well as the mean and median relative size of the target to acquirer. On average, the mean (median) relative size is 0. 30 
Methodology and Variable Construction
The dependent variables consist of the target's return, the bidder's return, the total combined (synergistic) return, and the takeover premium at the announcement of the takeover.
The target's and the acquirer's cumulative abnormal returns, TCAR and ACAR respectively, are calculated using the standard event study methodology similar to the one used by Brown and Warner (1985) . The TCAR and ACAR are calculated over a five-day window (-2, +2) using the market model whereby, the model's parameters are estimated over the (-210, -21) interval using the CRSP valueweighted index returns as the benchmark. The statistical significance of the returns is tested using an approach similar to that of Moeller (2005) , namely the Patell (1976) test, and corrected for time-series and cross-sectional variation of abnormal returns 21 . The total synergistic return (PCAR) is the weighted-average cumulative abnormal return (CAR) of the bidder's and target's CARs with weights equal to their respective market capitalizations two months prior to the announcement of the acquisition. The takeover premium (PREM) is the ratio of the offer price, disclosed in the SDC, to the target trading price two months prior to the original announcement date. However, since the calculations of the takeover premium produce disturbing outliers, an alternative proxy for the premium, PREMTRUNC, is used instead. PREMTRUNC is a truncated premium that takes values between zero and two, as in the studies of Moeller (2005) and Officer (2003) . In addition, all deals with a premium beyond these boundaries are discarded. Figure 1 shows the scatter plots of PREM against the acquirer's industry-adjusted G-index and the target's industry-adjusted G-index, with significant outliers indicated.
Panel A of Table 2 presents the descriptive statistics for the dependent variables. The average PCAR for the sample is 1% significant at the 1% level, and the mean values of TCAR and ACAR are, respectively, 20% significant at the 5% level and -2 % significant at the 1% level. These results are consistent with prior literature arguing that acquisitions do create value, with most of the gains accruing to target firms (Andrade et al. 2001; Travlos 1987) . The average PREM is 1.06 with no statistical significance, whereas the average PREMTRUNC is 0.73 and is significant at the 5% level. The considerable difference between the mean values of PREM and of PREMTRUNC is due to the significant outliers in the distribution of PREM. The firm's industry-average corporate governance index used in the empirical analysis is GIM's (2003) G-index after subtracting from it the average governance index of the corresponding industry. The industry-adjusted governance index is free from the effect of industry characteristics and is entirely determined by firm-specific characteristics. Thus, this index measures the quality of the governance of the firm relative to the average governance across the firm's industry as a whole. To calculate the industries' G-index averages, firms are classified into their corresponding industries using the method of Fama and French (1997) . Firms with no (Standard Industrial Classification) SIC codes, as well as all observations corresponding to the year 2004 and beyond, are excluded. Firms with no Fama-French classification are assigned to the group "Other".
The results of panel B in Table 2 show that on average, the target's adjusted G-index (0.17) and the acquirer's adjusted G-index (0.46) are lower than their industry benchmark and might indicate that the governance of the bidder is in general worse than that of the target. The average premium of 1.06 (panel A, Table 2 ) might signal that the governance of the bidder is perceived to be slightly worse than that of the target which entails offering a moderate premium as a compensation for the target (Starks and Wei, 2005) .
Additionally, the regressions used in this study control for a number of bidder, target, and deal characteristics that reportedly affect shareholders' returns at the announcement of an acquisition. The selection of these variables is based on the merger and acquisition literature (e.g. The acquirer and target characteristics controlled for in the present analysis are firm size, Tobin's Q, leverage, and performance. The values used for these variables are those reported in the last fiscal year end prior to the announcement of the acquisition.
The empirical analyses also control for some deal characteristics, such as the method of payment, the industry relatedness of the participants, and whether both the bidder and the target belong to hightech industries -as defined by Loughran and Ritter (2004) 22 . Appendix B provides the definitions of all these variables, and Table 2 , panel E present their summary statistics.
As shown in Table 2 , 28% of the acquisitions are financed with cash only and 37% with stock only. Moreover, 67% of the deals involve targets and bidders belonging to the same industry, and 21% involve targets and bidders both belonging to hightech industries.
Based on the findings of previous research papers, the target's size is expected to be positively (negatively) related to ACAR for cash offers (stock offers), and not significantly related to ACAR in mixed offers (Fuller et al., 2002) . Furthermore, the size of the bidder is expected to be negatively correlated to PCAR . Both bidder's leverage -which reduces the agency costs of free cash flow by reducing the cash flow available for spending at the discretion of managers (Jensen, 1986) -and bidder's performance -which proxies for managerial competence -are expected to be positively related to ACAR and PCAR (Morck et al. ,1990 ). However, the target's leverage (potentially viewed as a defensive tactic) is expected to be negatively related to ACAR but positively related to the premium and TCAR (Safieddine and Titman, 1999; Klock et al., 2005) . However, the bidder's Tobin's Q is expected to be negatively associated with ACAR, TCAR, and PCAR (Bruner 2002) . Moreover, acquisitions involving high-tech targets and bidders are expected to generate low synergistic gains since such companies are difficult to integrate smoothly. In these firms, human resources are particularly important and are lost in the restructuring process following the acquisition (Masulis et al., 2007) .
Regarding the other variables, previous findings elucidate mixed views. For instance, Jensen (1988) argues that as certain diversifications destroy value, other ones settled in cash may still create a net profiteven when the acquisition generates operating inefficiencies. Table 3 presents the results of the PCAR regression and it shows that the Industry-adjusted G-index of the target firm is positively related to the PCAR with significance at the 10% level, whereas the coefficient of the Industry-adjusted G-index of the acquirer is negative and also significant at the 10% level. The positive association between the target's G-index and PCAR is consistent with hypothesis H1, which suggests that as the industry-adjusted corporate governance of the target declines, the target's efficiency greatly improves as a result of the change in control (Alba et al., 2009) , and the synergistic gains achieved will increase as well.
Empirical Results
On the other hand, the negative correlation between the acquirer's Industry-adjusted G-index and PCAR can be explained by the management entrenchment hypothesis (Klock et al., 2005) which posits that an inverse relation exists between the bidder's industry-adjusted governance index and firm's performance. Moreover, more entrenched management is more likely to engage in empirebuilding actions and value-destroying acquisitions. This supports hypothesis H3 with respect to PCAR.
Regarding the control variables, the results indicate a positive correlation between the bidder's performance and PCAR with significance at the 1% level. Viewing the bidder's performance as a proxy for management's competence supports the findings of Morck et al. (1990) In order to examine the effects of the adjusted Gindices on the distribution of synergistic gains between bidders and targets, we also run regressions of TCAR, PREMTRUNC, and ACAR. The results are discussed below.
The results of the TCAR regression appear in Table 4 . As is shown, the industry-adjusted G-index of the target firm is positively associated with TCAR, with significance at the 10% level implying that a target's higher industry-adjusted governance index, that is, more anti-takeover provisions, leads to higher return for the target firm's shareholders. This result supports hypothesis H1 with respect to TCAR and is consistent with the contention of previous studies that ATPs could benefit shareholders in target firms (DeAngelo and Rice 1983; Stein 1988) by enabling them to act in a unified manner, and enhances their bargaining power which permits them to increase their share of any synergy gains or attract a larger premium (Harris 1990; Clarkson et al, 2004; Kadyrzhanova 2006 ). Therefore, given that target firms with more ATPs present more severe barriers to acquirers, they are more likely to extract a larger share of the synergy gains, which will lead to shareholders' receiving a higher return on stocks; hence the positive relation between the target firm's industry-adjusted G-index and the target return. On the other hand, the acquirer's industry-adjusted G-index is not statistically significantly related to the TCAR, an outcome that does not support the part of hypothesis H2 related to TCAR.
As for the control variables, the results indicate that the acquirer's size (target size) is positively (negatively) correlated with TCAR both being significant at the 1% level. Furthermore, we find that the target's performance (OCF /MV of assets) is positively associated with TCAR with significance at the 5% level. This is a consequence of the fact that well-managed firms are more likely to receive high premiums. Finally, the CASH payment dummy is positively correlated with TCAR, with a significance level of 1%, an outcome that supports the signaling effect of the method of payment (Myers and Majluf, 1984; Andrade et al., 2001; Travlos, 1987) while the SHARES payment dummy is not related to the TCAR, as the coefficient is not statistically significant.
Table 4. Target's Cumulative Abnormal Returns (TCAR) Regressions
The sample is extracted from The Thomson Financial SDC U.S. Mergers and Acquisitions database. It consists of 367 acquisitions completed between 1990 and 2003, where both the acquiring and target firms are publicly listed in the U.S market and are included in the IRRC database of anti-takeover provisions.
The dependent variable TCAR is the 5-day target cumulative abnormal return around the announcement date. In the regression presented in the last column, we use an independent variable Acquirer-Adjusted G-index Shares that acts as a control for both the Acquirer Governance and the Shares payment. It is equal to the Acquirer-Adjusted G-index multiplied by Shares. Definitions of the independent and control variables are presented in Appendix B. The t-values are listed between parentheses. OCF and MV refer to operating cash flow and market value respectively. Table 5 presents the results of the regression of PREMTRUNC. We find that the coefficients of the industry-adjusted G-index for both the target and the acquirer are not statistically significant which implies that these indices have no impact on the premium paid in acquisitions. These results do not support hypothesis H1 and H2 with respect to the premium.
As for the control variables, we find a positive association between acquirer's size and PREMTRUNC which supports the notion that large acquirers tend to overpay as overpayment is associated with overconfident large acquirers. Whereas we find a negative relation between target size and PREMTRUNC with significance levels of 5% which is in line with the size effect literature. Moreover, the target's leverage is positively associated with the premium paid with a statistical significance of 1%. To explain the result, we may consider debt a defensive tactic used by target firms to extract higher premiums from bidders (Morck et al. 1990) or that target firms with higher debt ratios suffer less agency problems as they are more subject to discipline by the market which is consistent with the free cash flow hypothesis of Jensen (1986) and therefore these firms attract a higher premium.
Table 5. Takeover Premium Regressions
The dependent variable PREMTRUNC is a truncated premium which takes values between zero and two; the premium is equal to the ratio of the offer price disclosed in the SDC over the target's trading price from two months prior to the original announcement date. In the regression presented in the last column, we use as independent variables: Acquirer-Adjusted G-index Shares that act as control variables for Acquirer Governance and Shares payment. It is equal to the Acquirer Adjusted G-index multiplied by Shares. Definitions of the independent and control variables are presented in the Appendix B. Table 6 presents the results of the acquirer returns (ACAR) regression. The results do not document a significant relation between the acquirer's return and either the target's industry-adjusted Gindex or the acquirer's industry-adjusted G-index. These results do not support the parts of hypothesis H1 and H3 related to ACAR. Additionally, these results provide new insights contrary to the evidence documented in earlier studies that do not control for the industry average governance characteristics (e.g. Masulis et al, 2007, and Bebchuck et al, 2009) Looking at the control variables, we notice that acquiring larger target firms results in lower acquirer returns with the coefficient being significant at the 1% level and that the acquirer's return is also higher for well performing acquirers (higher OCF/MV of Assets). We can explain the latter by resorting to the argument stating that good managers are good acquirers while bad managers are bad acquirers (Morck et al. 1990 ). As is expected, high-tech combinations lead to lower acquirer's returns, with a significance level of 1%, due to the fact that high-tech firms are difficult to integrate smoothly (Masulis et al. 2007) . Finally, Table 6 shows that CASH and SHARES dummies are positively related to ACAR with a significance level of 5%. The coefficients indicate that acquisitions in cash tend to be more profitable than either acquisition in stock or in mixed offers which supports the signaling effect of the method of payment (Myers and Majluf, 1984; Andrade et al., 2001; Travlos, 1987) .
Moreover, Starks and Wei (2005) argue that in stock-financed acquisitions, bidders from poorer governance regimes must compensate target firms by offering a higher premium; as in such acquisitions the shareholders of target firms will be exposed to the governance regime of the acquirer. Building on those results, we replace the acquirer's industry-adjusted Gindex in the regressions with a new variable that controls for both the acquirer's governance and for the method of payment. Hence we an interaction variable "Acquirer industry-adjusted G-index*SHARES" defined as is the acquirer's industry-adjusted G-index multiplied by the SHARES payment dummy. Additionally, we add this variable to the regressions that we run previously in Tables 4 and 5 . In general, the results in tables 4 and 5 are unaltered and are still similar to those of the original regressions. However, the acquirer's returns (ACAR) regression provides more interesting results. Table 6 now shows that there is a negative association between the new interaction variable (Acquirer industry-adjusted Gindex*SHARES) and the acquirer's return as the coefficient is significant at the 5% level. Hence, for stock-financed acquisitions, the poorer the governance of the acquirer is, relative to the industry average, the lower the acquirer's return will be at the announcement of the acquisition. This result is consistent with the management entrenchment hypothesis which suggests that anti-takeover amendments act against shareholder wealth. This shields management from the labor market and allows them to engage in self-serving behavior against shareholders' interests (Klock et al., 2005; Masulis et al., 2007) . Also, cash offerings usually trigger capital gains tax liability unlike stock offerings, and this might indicate that better governed acquirers end up with higher free cash flows in the case of stock acquisitions. This results in better returns for the acquiring stockholders. 
Conclusion
Unlike previous studies, this paper identifies whether firm-specific governance characteristics have any influence on shareholders' returns at the announcement of an acquisition. The paper uses a sample of 367 acquisitions completed between January 1, 1990 and December 31, 2003 during which the acquiring and the target firms are both publicly listed on the U.S stock markets. Using an industryadjusted corporate governance index as a proxy for the firm-specific governance, the paper studies the effect of firm-specific governance on shareholders' returns at the announcement of an acquisition.
Overall, the results indicate that the industry characteristics alone do not explain the effects of corporate governance on shareholder returns, and that bidder's and target's industry-adjusted G-indices explain, at least partially, the creation and distribution of synergistic gains at the announcement of an acquisition. Additionally, the results also suggest that the more the anti-takeover provisions adopted by the target are (the higher its industry-adjusted G-index, the greater the total synergistic gains and the target's return at the announcement of an acquisition. These results stem from the fact, that ATPs may play a different role for target firms as they allow them to improve their negotiating and bargaining power in the acquisition process (e.g. Harris, 1990 and Kadyrzhanova, 2006) . However, the insignificant results of the premium regression prevent us from drawing definitive conclusions.
Using an interaction variable for both the acquirer's industry-adjusted G-index and stockfinanced acquisitions, the study also find a significant negative relation between this variable and acquirer's return which supports the management entrenchment hypothesis. In other words, the previous evidence in other studies (Masulis et al., 2007 ) that a higher acquirer G-index (more ATPs) is associated with lower acquirer return is only documented here for stock-financed acquisitions after we control for the industry average G-index. This result implies that as acquirers adopting more ATPs, compared to their industry average, make stock-finance acquisitions, the stock market reacts negatively as these deals subject investors to more constraining governance characteristics and to more restrictive shareholders' rights than peer companies. In the second graph, the horizontal axis represents the Target-Adjusted G-index which is equal to the difference between the Target's G-index and the Target's Industry-Average G-index. The PREM variable is plotted along the vertical axis. PREM represents the ratio of the offer price disclosed in the SDC to the target's trading price two months prior to the original announcement date. 
